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Chart 1 

PRINCIPAL ASSUMPTIONS 

Monetary Pollcy Objectives 

1. 	 Policy aims at maximum sustainable output and employment 
growth, avoiding a significant acceleration of inflation. 

2. 	 Policy does not seek to constrain exchange rate movements, 
unless they seriously jeopardize attainment of objective 1. 

Implies: 

0 	 Interest rates unchanged to a bit lower through midyear, but 
moving up moderately thereafter. 

0 	 M2 and M3 in the middle portion of the tentative ranges for 
1988 and growing more slowly in 1989. 

0 	 The dollar likely will decline at a moderate rate through the 
end of the forecast period. 

Flscal Policy 

No significant changes in fiscal policy beyond those contemplated 
in the FY88-89 deficit-reductionpackage agreed to in December. 
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ECONOMIC GROWTH 
Percentchange from previous period
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REAL CONSUMER SPENDING 
Percent change from prevlousperiod 
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REAL STATE AND LOCAL PURCHASES 
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EXTERNAL BALANCES 
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Recent Trends in Interest Rates 
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ECONOMIC ACTIVITY 
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ECONOMIC ACTIVTTY: WORLD 

US. Real GNPr=Foreign Countries Real GNP * (Second bar)=All 
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Prices of Non-oil Imports 
Percent change, Q4 to Q4 
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EXTERNAL BALANCES 
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1. 	Transactions wlth flnance affiliates In the Netherlands Antilles have been excluded from dhect Investment 
and added to forelgn purchases of U.S. securltles. 
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Alternative Scenarios for the U.S. Economy 

Percent change, Q4 to Q4, except as noted 
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